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The Economic Outlook—A Roundtable Discussion 


“The Economic Outlook” was the topic of a recent round- 
table discussion sponsored by the University of Oregon 
Radio Forum Committee, of which Professor W. J. Robert 
is chairman. The discussion was transcribed and is being 
released over a number of Oregon radio stations during the 
fall months. A slightly cut and edited version is published 
below. 

Participants in the forum were: E. G. Nourse, chairman 
of the President's Council of Economic Advisors, 1946-49, 
past president of the American Economic Association and 
the American Farm Economic Association, and an out- 
standing author on economic subjects: his principal asso- 
ciation for the past twenty-five years has been as director 
and vice-president of the Brookings Institution in Wash- 
ington, D. C. Carver C. Linpen, vice-president of the 
United States National Bank of Portland, chairman of the 
Board of the Portland Chamber of Commerce, and presi- 
dent of the Pacific Northwest Trade Association. W. J. 
ROBERT, associate professor of business administration, 
University of Oregon. M. D. WATTLES, assistant professor 
of economics, University of Oregon. W. C. BALLAINE 
(moderator), professor of business administration, Uni- 
versity of Oregon. 


BALLAINE: Appraisals of the economic future of the 
United States run from the CIO’s belief that we need a 
sharp expansion of governmental spending to the Admin- 
istration’s view that we are already on our way up from a 
recession. Dr. Nourse, how would you appraise the eco- 
nomic outlook? 

Nourse: I don’t like to be tagged as either an optimist 
or a pessimist. I think I would divide my answer to that 
question into two parts—one dealing with the long-run 
outlook and the other with the short run. I will not be 
among the optimists, but I certainly am not selling America 
short, and | go along with those wiio see within a period of 
a relatively few years, say around 1960, a very substantial 
increase in the size and productivity of our economy. 


BALLAINE: 


Nourse: Yes indeed. We have the fundamental strength 
and we have the potential for growth and I believe that we 
are going to realize it in the long run. Some people think 
that I’m a little pessimistic because | sometimes say that 
I am a bit concerned in the short run as to whether re- 
covery is going to be quite so easy this fall and next winter 
—whether we will have an immediate bounce up from the 
recession that we have had in the last year or ten months. 


BaLtaine: Mr. Linden, how would you appraise our 
local situation here in Oregon? 


Linpen: Well. Dr. Ballaine. it is unwise for a banker to 
take part in a discussion of this type in predicting the fu- 
ture, so I think J shall wear my Chamber ef Commerce 
coat tonight in answering your question. 


You are optimistic about the long run, then? 


Rosert: Mr. Linden, isn’t a banker just a practical 
economist in one sense of the word? 


LinDEN: Well, that is true, but they seldom speak off the 
cuff for publication. 


Nourse: Of course, I say that economists shouldn't in- 
dulge in predictions either. They should analyze the forces 
that might help or hinder, depending upon what people do. 

LINDEN: So far as the local situation is concerned, IT have 
the feeling that businessmen generally feel a little more 
reassured than they did a year ago. A year ago, conditions 
nationwide seemed to be a bit unsettled and it infected the 
local thinking somewhat. During the winter months we saw 
a decline take place, but it was not too severe or damaging. 
Even though we have had some difficulty with our crops 
this year, because of climatic conditions, I believe that 
local business people are reassured and feel a little more 
optimistic than they did a year ago. 

BALLAINE: In particular, will the lumber industry prob- 
ably be somewhat more active? 


LinDEN: The lumber industry should be a little more 
active and I think that it might expect a little higher prices 
during the coming year than it experienced during many 
months of last year. 

Rosert: What about retail business, Mr. Linden? 


LINDEN: Retail business, of course. is down from last 
year. This was expected and the decline just about fitted the 
predicted pattern. 


Nourse: How much is that? Some five per cent or so? 


LINDEN: I would say perhaps five per cent over a year 
ago. It should improve in our area as time goes on. 

Watt Les: That pretty well corresponds to the national 
average, does it not? 

LinpEN: We are not too far out of line here w*ih the 
national average. Perhaps in certain things a little worse 
off, but not badly. 


BALLAINE: Mr. Linden, you mentioned the agricultural 
situation. The Eastern Oregon wheat crop will bring a sub- 
stantial income to that area, but what about the pea crop? 

LinvEN: Well, of course, the wheat farmers are still do- 
ing a tremendous job on production and also getting the 
benefit of an extremely good price. This year’s pea crop 
turned out to be just about average, or less than avers 
because of the climatic conditions over there. 
ditions have adversely affected the pea crop. 


The WEL COIL 


BaLLAine: One of the things that certainly is important 
to Oregon’s business is the construction activity over the 
entire country, hecause of its impact on the local lumbe: 
industry. Dr. Nourse, hasn't the Administration pinned « 
great deal of its hopes for economic revival on active oo) 
struction during the next year or so? 


Nourse: Yes. | think that that is true. They have heen 
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cxgiteettnnsearerenata seein 
eratified that the construction industry has maintained a 
higher level in the first half of this vear than they had 
dared hope for. The real problem, of course. is whether 
that same level can be maintained or whether the fact that 
we have done so well this year means that we have per- 
haps somewhat drawn upon future strength. 

Ropvert: Dr. Nourse, are you speaking now of both 
residential and business construction, or de you differ- 
entiate oetween them in your analysis? 

Nourst: Well. it would be even broader than that. I am 
speaking of the full construction industry, which would in- 
clude industrial, governmental, commercial, and residen- 
tial construction. | think that the phrase that I would use 
is that it has been well maintained this year; but this on 
top of what has gone before brings us to a sort of a stop, 
look, and listen position to see if we are not in a rather 
caught-up situation. It would be very difficult to maintain 
a level. let's say, of 1.200.000 residential units next year, 
or even a flat 1,000,000 level. 

BaLLAINE: Then you think that our construction in- 
dustry is not on quite as solid a foundation as we might 
like it to be? 

Nourse: One thing that raises some question there is 
what the level of income will be for wage earners in gen- 
eral. The costs for residential construction are relatively 
high, and | would put the question in this way: Can we 
sell. at the level of costs which we now have, more than a 
million houses each year to people with incomes they have, 
even with employment down by only the small amount 
that it has been. Overtime and premium pay is the thing 
that has supported the liberal home purchases. 

WarrLes: Dr. Nourse, is there a problem about the 
amount of money available, or the difficulty of getting 
credit to finance those homes? 

Ronert: That is what | was going to say. Dr. Nourse, 
in Eugene there seem to be a lot of people who want to buy 
homes. but who cannot finance the down payment. That is 
why they are not being sold. 

Nourse: Of course, they have reduced that down pay- 
ment to a very low point. Or for veterans, no down pay- 
ment. 


LinpEN: On that point, Mr. Robert, [ think I can reassure 
you a little bit. The money supply is going to be, you might 
say. easy during the forseeable future as compared to what 
it was a vear ago. We were then experiencing here in our 
area a tightening of credit because of the fluctuation of 
deposits and the fear that they might be declining. whereas 
this year we are not in that position. The deposit structure 
has been maintained and even strengthened and there is 
plenty of money to loan in the Oregon territory today. 

BaLtaine: That certainly is heartening. If we agree that 
the future isn’t quite as black as some people paint it, are 
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you, Dr. Nourse. willing to accept the proposition that there 
are no very serious kinks in our economy ? Or do you think 
the Administration is glossing over some problems of ad- 
justment? 

Nourse: Well. iff were still in the office of economic ad- 
visors. | think [| would have some pretty serious headaches. 
Let us take just one which we will not have time to go into 
tonight. | daresay. But this agricultural situation certainly 
does not seem to me to indicate the working out of a good 
market adjustment. We have $6.5 billion worth of farm 
products that are supported by government loans or are 


purchased by the government: we have just increased the 
loans limits to 38.5 billion and are talking about making it 
even larger. We are piling up so much farm products that 
we don’t even have storage space for them. It seems to me 
that here is a rather unadjusted spot in our economy. 

Rorert: Dr. Nourse, ['m sure that we would all agree 
that the agricultural problem is very significant and that 
it deserves a program ail its own. | wonder if we might 
prevail upon you to discuss it with us next week, so that we 
could explore that particular and very significant problem? 
Could we do that? 

Nourse: Oh yes, | have given quite a little attention to 
it and would be glad to do it. 

BALLAINE: Then next week we will talk about the agri- 
cultural problem.—We have just been discussing the ad- 
justments that our economy must make. After all, our 
economy has gone through a great deal of change in the 
last fifteen years. Were we particularly prosperous im- 


mediately before World War II? 


Nourse: Oh. no. definitely not. We had not pulled our- 
selves out of the depression and really got back on what 
could be called a high-production basis. We got out of 
what could be called the depth of the depression, but it 
was really the war that was the means by which we have 
obtained fifteen vears of high-level prosperity. 

Rosert: I'd like to ask, Dr. Nourse, what was the 
amount of unemployment at the outbreak of World War II? 

Nourse: Oh, I don’t carry those figures in my head very 
well, but I believe that it was about 9 million.' 

Ropert: What is it today ? 

Nourse: Approximately 3.6 million. 

BALLAINE: And we now have a much larger labor force. 

Nourse: And a much larger population. 

Ropert: So it is really a smaller figure by quite a bit. 

Nourse: Oh yes! Compared to what it was then, the 
ratio is less than one-third. 

Watt.es: Nevertheless, we do have about 3.5 million un- 
employed and we might raise this question: Hlow signifi- 
cant is the fact that unemployment rose from about 1.5 
million to about 3.5 million in the last year? 

Nourse: Well, I do not think it is a serious matter. The 
level of 1.75 or 2 million unemployed means a higher 
level of employment than we can reasonably expect to 
maintain under the full-employment phrase that we hear 
so much about. With the labor force the size we have, if 
we do not go below the 3.5 million that we have now, it 
will not be a crisis or a depression. Of course, some people, 
some of our labor friends for example, point out that, be- 
sides what is classed statistically as unemployment, we 


! The 1939 monthly average of unemployment was 9,480,000,— Fp. 
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have quite a little underemployment. So there is enough 
to be concerned about and certainly an increase of another 
million or million and a half should be a matter for very 
serious consideration. 


Rosert: Dr. Nourse, | wonder if you could expand upon 
that a little. | am not an economist you know. | am a law- 
yer. What is the difference between underemployment and 
unemployment ? 


Nourse: Well, that means that, besides those who are 
actually out of a job, there are other who are working 
three or four days a week or are on short furloughs. You 
sec, they are classed as emploved if they are just laid off 
for a short time but are still on the regular employee list 
of the plant. 

Rosert: I see, they are just not given the opportunity 
to work a full work week. 

LinpeN: Dr. Nourse. do you feel that the present Ad- 
ministration’s policy is to undertake public works or some- 
thing of that kind if our unemployment should become too 
severe? 

Nourse: Well, the President has said very clearly on 
numerous occasions that he does subscribe to the policy 
enunciated in the Employment Act that the Federal gov- 
ernment should use its powers and good offices to see that 
employment opportunities are provided. But he didn't 
spell out just what he would do in a given situation. 


Ropert: If [ may backtrack for a minute, Dr. Nourse, 
we were talking about the situation. unemployment and 
otherwise, as it existed just before the outbreak of World 
War II. As I recall, there had been a good deal of what we 
call “pump priming” by the New Dealers which was de- 
signed to eliminate the ill effects of the depression and get 
people back to work. That had geen going for several 
years, yet we still had a lot of unemployed people who 
presumably would still be unemployed had it not been for 
the outbreak of the war. Is that right? 


Nourse: I think there are two things which should be 
said about that. One is that we had dug ourselves into an 
awfully deep hole. It is very hard under those circum- 
stances to get yourself out by any ordinary amount of 
stimulative measures. That is what they {the Administra- 
tion] are thinking about at the present time. Let us take 
measures intelligent enough and promptly enough so that 
we do not get down to that point where we have such a job 
to get going uphill again. The other thing to be said is that 
we were very fearful about using public means of recovery 
at that time. I think that the public now understands and 
supports much more a vigorous. positive program applied 
earlier. Now, with those two differences. there is reason to 
think that, if the recessionary tendency continues for a year 
or two, it will not get to anything like the dimensions of 
the depression of 1929 and we will work ourselves out in 
reasonable time if we are patient and do the things that are 
necessary to make the adjustments. 

Rosert: We will not get in one of those deep holes, but 
we will be in one of the shallow ones where we can get out 
easily, is that it? 

Nourse: That is about it. 

WattiLes: Of course, the government spending we did 
before World War If was mighty small as compared to 
what we think of now. Government spending now is sub- 
stantially above anything we tried to do then. Therefore. 
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really what we did was too small to lift us out of that deep 
hole. It was just peanuts, so to speak. 

Nourse: Yes, people were afraid of measures as vigor- 
ous as were needed. Of course, the other side. which is not 
quite so bright, is that when you had, as we had then. a 
public debt of S26 billion vou could stretch your credit 
more readily. Now we have 3272 billion and we are up 
against the debt limit. We should have started our con- 
structive measures while our prosperitiy was at its height 
rather than waiting until now. 

Ropert: It seems to me, and this is my personal opinion 
not as an economist but as a private citizen. that govern- 
ment spending mav be all right if we get something for our 
money, but spending just to be spending seems highly un- 
economic. If we have something to show for it, | can see 
the point. 


Nourse: Yes, that’s all right. but I would like to say one 
thing here—it is not a solution to the problem if we have 
the ordinary lines of industry and commerce operating on 
a low level and then expect the government to come in and 
make up the difference. We are not going to solve this prob- 
lem unless we get adjustments among prices. wages, and 
income so that the normal market is restored. 

Ropvert: It has to be all integrated. 1 can see that. 


BALLAINE: That leads us to another point that we have 
been talking around, and that is the responsibility of the 
government for economic stability under the Employment 
Act. Apparently. the Federal Government has considerable 
legal responsibility. Is it possible for the government to de- 
liver on a pledge of preventing a decline of economic ac- 
tivity? 

Nourse: Well. that carries a little further a point I was 
trving to make in response to Mr. Robert’s question. | 
would say, no. If you expect the government to do it. even 
now with larger powers and a more positive policy, it can- 
not do it. We have to get adjustments of our agriculture to 
the conditions of the market: we have to get adjustments. 
say. in the cost of housing which will put a million houses 
within the purchasing power of people with the wage levels 
they have. There have to be a very large number of adjust- 
ments in the ordinary exchange markets. We cannot ex- 
pect maladjustments to go on and then expect the govern- 
ment to come in and pour in some billions of dollars at the 
top. The only places it gets these dollars is through taking 
them ir taxes or else going into debt, which leads to infla- 
tion. 

YoBpERT: You mean then, Dr. Nourse, that government 
spending on public works isn’t the whole solution? 

Nourse: No, certainly not. 

BaLLaine: We will have to make these internal adjust- 
ments. But. if we are going to get down the price of houses. 
doesn't that necessarily mean cuts in some types of wages ? 

Nourse: Well. there are certain margins of profit. cer- 
tain windfalls. that we have been hearing about which could 
be pared, It’s not all a matter of wages. 

BaALLAINE: A topic that was taken up at the recent Govy- 
ernors Conference was the suggestion of the President 
that we spend some S50 billion on our highways. which 
would certainly provide an enormous public works pro- 
eram for a long time. The St. Lawrence Seaway will also 
he a major public works program. 

Nourse: Federal. state. and municipal governments all 
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public works. Much of the Improving of our 


hichways, our parking facilities 


engage iW 
. street Widening. and so 
forth are eity prograns. 


There ts also a large part to be 


played Ly the state ina public works program, The Presi- 
dent put this very well at Gre 


port in January. when he 


opening of his economic re- 
satd that we have now come 
close enough to the establishment of our preparedness pro- 
gram. so that there is a productivity we have had to drain 
off in that direction which we can now turn over to raising 
the standard of living of our people. One of those things is 
helping our school system catch up. There has been a lag 
there while we have had these war drains. The matter of 
publie roads that you were speaking of is another. In the 
case of the St. Lawrence Seaway. it is a new facility. [ think 
that the people of Oregon are concerned in providing addi- 
tional electric power for the rising standard in the use of 
electricity, and for the larger population we expect to have. 
So you can switch quite a bit of that military construction 
over into Federal and local public works and into civilian 
construction. 

Warties: Then, of course, we can fit this highway con- 
struction into the short-run situation if we have to. That 
is. if we have a down turn for a year or so, we can fit high- 
way construction into that. While, as you suggested, we 
are perhaps in a rather stable condition for the longer run, 
we do have the short-run problems to deal with. 


Nourse: That’s true; but, on the other hand. the most 
that we would expect to do there would be to about main- 
tain the level of our construction industry on the basis that 
it is now. You do not get public works to rescue the textile 
industry or the food industry or others. Public works of the 
size and the timing that vou suggest, Professor Wattles, 
might meet the problems of the construction industry and 
of the materials suppliers and construction labor: but we 
still have the problem of agriculture and other lines of 
normal business. 


LinpeEN: Dr. Nourse, I wonder if we really realize the 
true value of a highway program such as has been dis- 
cussed here. You know conditions in the East, where they 
have been building these freeways by tolls. In each case. as 
fast as they are built, their use is so great that they find that 
the present trafhe is equivalent to that expected five years 
hence and so on. What it does is cause more people to 
travel. As people travel more, they spend more money and 
that is what keeps the economy going. The velocity of 
turnover of funds and money is what creates additional 
industry. This road-building program is a very vital thing 
for this nation. When you visualize the situation, if we had 
four-lane highways across the nation in many places and 
the resulting ease of travel to the West Coast and to the 
East Coast. many people would be using those highways 
that never previously had the opportunity of doing so. It 
is a great industry in itself. 

Nourse: | agree with that. Mr. Linden. It would be in- 
excusable if we do not keep up the various types of public 
works which can maintain the construction industry fully 
occupied in this country. As you say. where construction 
of superhighways has been undertaken on a toll basis. the 
tolls have paid out and liquidated the investment in, some- 
times. half the time that was originally intended. To put it 
another way, we cannot keep our automobile industry 
eoing unless we remove the bottlenecks for the use of auto- 
mobiles. 
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WarrLes: That may be a very good way to keep up the 
construction industry: and it is one that does not impose a 
burden on the government because such projects are un- 
dertaken on a self-liquidating basis. That should be a very 
lucrative one for industry to look into. 

Rovertr: You did not mean just the construction in- 
dustry. did you? This affects the tourist industry, which is 
very important here. 

Nourse: And other people live by supplying the tourist 
industry. and so it goes on. [t is what the economist calls 
the investment multiplier. 

LinpeEN: That goes back to Mr. Robert’s point of a mo- 
ment ago that he did not object to spending public money 
if we got something for it. Well. here is a case where we 
get something for it and it would prove its own worth. 

Robert: [ agree. | like to ride on good roads. 

BaLtLaIne: Gentlemen, I think this discussion of the 
economic outlook could go on for quite a long time, but 
we will have to call it a day. 





Reasons Why Industries Move 
To Northwest Studied 


By ROY J. SAMPSON 


Head, Department of Business Administration, Pacific University 


During the spring of 1954, the Department of Business 
Administration at Pacific University undertook to discover 
what factors were of most importance in influencing the mi- 
gration of new manufacturing industry into the Pacific 
Northwest (Oregon and Washington) in the years 1949 
through 1953. Letters were sent to 29 selected chambers of 
commerce in the two states asking for the names of sig- 
nificant new manufacturing establishments, with origins 
outside the Pacific Northwest. which had located in their 
respective areas during the five-year period under study. 
This request brought to our attention 35 establishments. 

Questionnaires were sent to these 35 establishments, 
and 33 completed questionnaires were returned. Informa- 
tion obtained from the questionnaires was supplemented 
in many cases from other sources, principally Moody’s 
Industrials. miscellaneous other publications, chambers 
of commerce, and company extensions or elaborations of 
the questionnaires. | 

Of the 33 reporting establishments. 5 were excluded as 

not meeting the qualifications of a migrant manufacturing 
establishment (branch or new plant) coming from outside 
the Pacific Northwest during the years 1949 through 1953. 
The locations of the 28 remaining establishments are as 
follows: Portland-Vancouver area, 11; Puget Sound area, 
Eastern Washington (Spokane-Yakima Valley) area, 
( pper Willamette Valley area, 4. 
By product, the 28 plants studied may be classified as 
follows: shipping containers (including bags), 6; foods, 
4: building materials (including home furnishings), 4; 
primary industrial materials, 4: chemicals. 3: petroleum 
products, 3: paper products, 2: secondary industrial ma- 
terials, 2. 

Home offices of 16 of the 28 operations are located in 
northeastern or midwestern states: in total 1] states and 
one foreign country are represented. California is the 
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leading parent state, with 8 operations, and New York is 
second with 5. Twenty-two of the 28 firms represented have 
from one to 35 branches (an average of 8 each) producing 
similar products in other parts of the United States. 

Employment, payroll, and sales data were not reported 
by all plants. Twenty-three of the 28 reported an aggregate 
employment of approximately 8.000 during 1953. with a 
median reported average annual employment of 80 per- 
sons. When all 28 plants are in full operation, it is antici- 
pated that aggregate employment will rise to more than 
9,000. Seventeen plants reported an aggregate 1953 pay- 
roll of approximately 3331. million, with the median re- 
ported payroll being $300.000. Average annual sales of 14 
reporting plants was slightly above 32 million each, or an 
aggregate of more than $28 million. 

Principal categories of raw materials used include: or- 
ganic and inorganic chemicals: unrefined and_ refined 
mineral and petroleum products, rubber, wood and paper 
products, local and imported foodstuffs, animal and vege- 
table fibres. water. and power. Eleven of the 28 plants get 
a major portion of their raw materials from outside the 


Pacific Northwest, while 6 of the 17 which do get a major 
portion of their materials from the Pacific Northwest also 
get substantial quantities elsewhere. 

Sources of raw materials from outside the Pacific North- 
west include western, southwestern, northeastern, and 
southeastern United States. southeastern Asia. the Middle 
Kast. various Pacific islands, the West Indies, Latin Amer- 
ica, and Canada. Water transportation is or may be used 
by 12 companies in obtaining raw materials from outside 
the Pacific Northwest, and land transportation is or may 
be used by 10 (both water and land transport are used by 
or available to several). 

Classification of firms getting all or a major portion of 
their raw materials from the Pacific Northwest include all 
the 6 producing shipping containers, 2 of the 4 food pro- 
cessors, 1 of the 4 building-materials establishments. 2 of 
the 4 primary industrial materials producers, 2 of the 
3 chemical plants, none of the 3 petroleum-products opera- 
tions, both of the paper operations, and both of the sec- 
ondary industrial-materials producers. 

Sixteen of the 28 operations have their principal markets 
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PORTLAND FOOD PRICES—SEPTEMBER 1954 


The University of Oregon Bureau of Business Research, working 
with data collected by the United States Bureau of Labor Statistics, 
reports that, of 77 foods priced in Portland in mid-September 1954, 
41 were lower than in mid-August, 22 were higher, while 14 were un- 

——— —— In Cents 
Average Change 


Sept. 135, from Last 
1954 Month 


Sept. Range 
of Prices 


High Low 


Commodity and Unit 


Cereats & Bakery Propuctrs: 

Cereals: 
Flour, wheat (5 Ibs.) 
Corn flakes (12 oz.) J, 
Corn meal (Ib.) 
Rice (lb.) 
Rolled oats (20 oz.) .... 
Biscuit mix (20 oz.). 

Bakery products: 
Bread, white per loaf (221% oz.) — 
Vanilla cookies (7 oz.) 
Soda crackers (\b.) 


Meats, Pourtry & Fisn: 
Meats: 
Beef: 
Round steak (lb.) 
Rib roast (Ib.) 
Chuck roast (lb.) 
Frankfurters (1lb.) 
Hamburger (lb.) 
veal: 
Cutlets (Ib.) 
Pork: 
Chops (Ib.) —.... setaaiiaameniae 
EEE SS a eee 
Ham, whole (Ilb.) + ee 
Lunch. meat, canned (12 oz.) 
Lamb: 
Leg (Ib.) 
Poultry: 
Fryers, N.Y. dr. (lb.) 
Fish: 
Salmon, canned (1b.) 
Salmon, fresh (lb.) 
Halibut, fresh (lb.) 


Tuna, canned (7 oz.) 


es 


Dairy Pronicrs: 
Butter (lb.) 
Cheese, Amer. proc. (lb.) 
Milk: 
Fresh, delivered (qt.)_. 
Fresh, grocery (qt.) 
Evaporated (14!% oz. can) 
Ice cream (pt.) 
Eccs, fresh (doz.) 
Frisrs & Vecerasies: 
I Proven: 
Strawberries, 61. (12 oz.) 
Orange juice, conc. (6 oz.) 
Peas (10 02.) 
Green beans (10 oz.) 
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changed. Meats and fruits and vegetables, both fresh and canned, 
were generally down. Coflee dropped 7 cents; potatoes, 11; grapes, 
8: and tomatoes, 7. 








rc In Cents —~ 

Average Change Sept. Range 

Sept. 15, from Last of Prices 
1954 Month High Low 


Commodity and Unit 


Fruits & Vecetaetes (cont.): 
Fresh: 
Apples (Ib.) 
Bananas (lb.) _. ie 
Oranges (size 200, doz.) 
Beans, green (lb.) 
Cabbage (lb.) 
Carrots (bunch) . 
Lettuce (head) 
Onions, yellow (Ib.) 
Potatoes, white (15 lb.) 
Sweet potatoes (Ib.) 
Tomatoes (lb.) 
Celery (lb.) 
Lemons (Ib.) 
Peaches (lb.) 
Grapes (lb.) 
Canned: 
Peaches (no. 214 can) 
Pineapple (no. 244 can) 
Orange juice (16 oz.) 
Fruit cockta‘l (no. 244 can) 
Beans with pork (16 oz.) - 
Corn, cream etyle (no. 303 can) 
Tomatoes (ne. 214 can) 
Peas (no. 303 ¢ a) 
Vegetable soup (11 oz.) 
Baby foods (4'5-4% oz.) 
Dried: 
Prunes (lb.) 
Navy beans (Ib.) 
BDevenaces: 
Coffee (lb.) 
Tea (14 Ib. pkg.) 
Cola drink (6 btles.) 
Faris & Oms: 
Lard (Ib.) 
Shortening, hydrog. (lb.) 
Salad dressing (pt.) 
Maryarine, colored Cb.) 
Peanut butter (lb.) 
Sucan & Sweets: 
Sugar (5 lb.) 
Corn syrup (24 02.) 
Grape jelly (12 oz. jar) 
Chocolate bar (1 07.) 
MISCELLANEOUS: 
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Gherkins (7'5 oz.) 
Catsup (14 oz.) 
Gelatin des-ert 


— —— —- -_ ———sa = — —— = ee - _ —_— ——- —-—_- 
-_- ——-> - - 


* Insufheient number of quotations to obtain a reLable average price. 





in the Pacific Northwest, although 22 report important 
sales outside the area. Those whose principal markets are 
in this area include all the 6 shipping-container producers. 
1 of the 4 food processors, 2 of the 4 building-materials 
firms, 1 of the 4 primary industrial-materials producers. 
all 3 chemical plants, 2 of the 3 petroleum-products estab- 
lishments. The 2 paper operations and 1 of the 2 secondary 
industrial-materials producers do not sell a substantial per- 
centage of their output in the Pacific Northwest. 

Important marketing areas outside the Pacific North- 
west include other western states, western Canada. mid- 
western states, Alaska and Hawaii, and Latin American 
and Western European countries. Five firms. however. re- 
port important nationwide sales. and one has an important 
worldwide market. Twenty of those marketing outside the 
Pacific Northwest area must or can use water transport, 
while 12 must or can use land transportation: several. of 
course, may use both land and water facilities. 

Nearness to markets (present or potential) was reported 
as the factor first in importance in motivating their location 
in the Pacific Northwest area by 18 of the 28 plants (sev- 
eral firms gave equal first-place weight to more than one 
factor: thus the total of “firsts” shown here exceeds 28). 
Five others reported nearness to markets as second in im- 
portance, and one as third. Those assigning nearness to 
markets as first in importance include 5 of the 6 shipping- 
container establishments. 1 of the 4 food processors. 3 of 
the 4 building-materials establishments. 2 of the 4 pri- 
mary industrial-materials producers, 2 of the 3 chemical 
plants, all the 3 petroleum-products operations, neither of 
the 2 paper establishments, and both the secondary indus- 
trial-materials producers. 

Nearness to raw materials was reported as the factor 
first in importance in motivating their movement into the 
Pacific Northwest by 11 establishments. as second in im- 
portance by 4, and as third or lower by 4 others. Those 
ranking nearness to raw materials as first in importance 
include 1 of the 6 shipping-container firms, 3 of the 4 food 
processors, 2 of the 4 building-materials establishments, 
2 of the 4 primary industrial-materials producers. none of 
the 3 chemical plants, 1 of the 3 petroleum-products estab- 
lishments, both the paper operations, and neither of the 2 
secondary industrial-materials producers. 

Availability of low-cost electric power was reported as 
first in importance as a motivation for coming to the Pa- 
cific Northwest by 5 firms (1 of the 3 chemicals and all 4 
of the primary industrial-materials producers). This factor 
was shown as second in impor'ance by 2 other firms (1 of 
the 6 shipping-container plants and 1 of the 4 building- 
materials establishments), and as third or lower by 4 
others. 

Availability of water transportation was reported as first 
in importance by 2 of the 4 food processors and by 1 of the 
3 petroleum-products establishments. This factor was listed 
as second in importance by the 2 other petroleum-products 
firms and as third by | other firm. 

Other factors listed as first in importance (one company 
each) were favorable railroad rates. favorable corporation 
laws, and availability of hogged fuel. Two firms reported 
favorable rail rates and two reported a favorable climate 
as second in importance. Factors listed as third or lower in 
importance. other than those mentioned above. include 
climate (one firm), favorable tax rates (three firms). and 
availability of a suitable labor supply (one firm). 
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The survey also undertook to find what factors de- 
termined the particular location within the Pacific North- 
west of each of the reporting establishments. No ranking 
of factors in order of relative importance was requested or 
attempted, but a tabulation of the determining factors re- 
ported by each establishment, according to frequency of 
mention. is as follows: convenient railroad facilities. 14: 
convenient water transport facilities. 11: convenient truck- 
ing facilities, 11; convenient source of labor supply. 11: 
availability to electric power. 10: cost of land, 10; avail- 
ability of suitable buildings. 8: nearness to raw materials, 
4: nearness to market for by-products, 3: nearness to 
markets, 2: and one mention each of availability of water. 
availability of fuel, room for expansion, and militarily 
strategic dispersal. 





Business Situation Reviewed 
By Federal Economists 


Comprehensive measures of production and sales have 
been generally stable since early spring, when the mod- 
erate downswing of the fall and winter was checked. Vari- 
ations in trend remain common among individual indus- 
tries. Liquidation of business inventories, largely in the 
durable-goods areas, continues to exert a dampening influ- 
ence, but the pressure from this source has not been 
intensified. 

No substantial change from the spring business pattern 
was apparent in the early summer. July sales at retail 
stores approximated the average rate of the second quar- 
ter, on a seasonally adjusted basis. Automobiles delivered 
to consumers dipped from their exceptionally high June 
volume, but other lines showed little change in the aggre- 
gate. Industrial production was also at about the average 
second quarter rate in July, after allowance for usual sea- 
sonal changes. 

Employment in nonagricultural establishments con- 
tinued to drift downward through July, according to the 
seasonally adjusted series of the Federal Reserve Board. 
Shrinkage in manufacturing employment again accounted 
for the reduction. Average working hours in manufactur- 
ing. however. have been lengthening slightly in recent 
months after allowance for unusual seasonal fluctuations. 
Hence, there has been little change in aggregate man-hour 
input, and payrolls in private industry have stabilized along 
with }roduction. With the earlier payroll cortraction ap: 
proximately offset by higher property and transfer incomes, 
the total personal income flow has been approximately as 
large as last year. 


Wholesale prices of nonagricultural materials and prod- 
ucts held firm in July, as higher wage rates in some indus- 
tries exerted upward pressure which was counteracted by 
idle plant capacity and continuing keen competition. Farm 


products, having dropped appreciably in June in response 
to the outlook for ample supplies. have subsequently moved 
within a narrow range. A slight rise in consumer prices in 
June was entirely due to foods, especially seasonally strong 
fruits and vegetables. 

Private residential construction activity. seasonally ad- 
justed, has moved consistently upward in the first seven 
months of this year. and in July exceeded the same 1955 
month by 10 per cent. 
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Recent applications for government-guaranteed and in- 
sured housing loans are running far ahead of last year, 
and will tend to support high rates of home-building activ- 
ity. The stepped-up rate of FHA activity will receive 
further impetus from recent housing legislation. 

FHA may now insure mortgages on new houses equal 
to 95 per cent of the first $9,000 of value and 75 per cent 
of additional value, subject to a mortgage maximum of 
$20,000 for one- and two-family units. Previously, the 
general rule permitted mortgage-value ratios of 95 per 
cent up to $7,000, and 70 per cent of additional value from 
$7,000 to $11,000. For housing valued in excess of 311.- 
000, the maximum mortgage was 80 per cent with a ceiling 
of $16,000. 

FHA is also given authority under the new legislation 
to insure mortgages up to 30 years for new houses. Pre- 
viously the limit had been 25 years, except for very low- 
priced housing. At a 4!% per cent interest rate, interest and 
principal (excluding the one-half per cent mortgage insur- 
ance premium) on a level-payment basis would be $5.07 
per $1,000 per month for 30 years as against $5.56 for a 
25-year loan. 

The mortgage-ceiling increase on one- and two-family 
houses from $16,000 to $20,000 is the first ceiling increase 
for such houses since the original housing legislation was 
passed in the thirties: other increases are provided for 
three- and four-family homes. 

As compared with previous statutory provisions, financ- 
ing of existing sales housing is liberalized even more than 
the new—though new-house terms are still more advan- 
tageous. In the case of rental housing, financing of larger 
apartment units is liberalized by the removal of the $10,000 
per family unit mortgage ceiling. 

Under a new provision, servicemen are given special 
benefits under FHA insurance without losing any benefits 
they may become entitled to as veterans under the GI Bill. 
Provisions are generally more liberal than those applicable 
to ordinary sales housing: 95 per cent loans with a mort- 
gage ceiling of 517,100 are now permitted. The new law 
also permits FIfA-insurance in connection with “open 
end” mortgages, through which home-repair or improve- 
ment expenditures may be added to the original mortgage 
and may thus be financed on easier terms than are pro- 
vided in regular home-improvement loans. 

Congress has also acted, through the comphesensive tax 
revision law, to encourage investment by business firms. 
Major provisions of general applicability directed to this 
objective are the substantial liberalization of allowable 
depreciation charges. the extension from one to two years 
of the loss carry-back provision, and the introduction of 
the partial tax credit on dividends. Numerous other 
changes are designed to encourage investment in particular 
situations, as well as to facilitate business operations. 

In addition, the new tax law will broadly affect the econ- 
omy by its sweeping changes bearing on many phases of 
personal and corporate financial management and by the 
reduction of Federal taxes.—Survey of Current Business. 





CORRECTION 
In the last issue of the Oregon Business Review, Mr. Al- 
bert Arnst, author of an article on Northwest timber utili- 
zation, was given an erroneous affiliation. Mr. Arnst is 
managing editor of the Lumberman. 
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ON THE SCHOOL OF BUSINESS ADMINISTRATION 


e The Oregon Tax Institute held at the Hotel Gearhart 
September 19-23 was sponsored jointly by th2 School 
of Business Administration and the Oregon Society of 
Certified Public Accountants. Professor C. E. Johnson 
and Professor J. W. Soha represented the School of 
Business Administration. 


© Dean Victor P. Morris addressed the Oregon state 
real estate convention at Klamath Fails on October |. 


e The Western Economic Association held its annual 
conference at the University of Oregon September 2 
and 3. The Department of Economics and the School of 
Business Administration were hosts. One of the acts of 
the conference was to elect Dr. James H. Gilbert, pro- 
fessor emeritus of economics and former dean of the 
College of Liberal Arts, as an honorary member, in ap- 
preciation of his contributions both to the association 
and to the teaching of economics. 


e Professor Leevern Johnson participated in a panel 
which discussed “The Valuation of Residential Housing” 
on September 7 before the Oregon State Institute for 
Tax Assessors held at Oregon State College. 


e Professor O. K. Burrell reviewed “Investment Prin- 
ciples and Policy” by R. R. Pickett and M. D. Ketchum 
in the September issue of the Journal of Finance. H2 was 
also the author of “Investor’s Appraisal of Periodic 
Stock Dividends” in the September 9 issue of the Com- 
mercial and Financial Chronicle. 


e Professor W. J. Robert attended the Oregon State Bar 
convention as a member of the Committee on Uniform 


State Laws, which reported recommendations to the 
bar. 


e Professor Wesley C. Ballaine will attend the meeting 
of the Associated University Bureaus of Business and 
Economic Researcn as a member of the association’s 
Board of Directors. The meeting will be held in Lincoln, 
Nebraska, October 21-23. 


e Professor A. L. Lomax reviewed “Short History of 
Wool and its Manufacture” by E. Lipson in the summer 
issue of the Journal of Economic History. He also con- 
tributed an article on “Pacific Foreign Trade Zones Show 
Deficit” in the August 9 issue of Pacific Coast Business 
ana Shipping Register. 

e Professor Lyle R. Trueblood wil! be the instructor for 
the Chartered Life Underwriters classes in Fugene during 
the coming year. He recently attended the state conven- 
tion of the Oregon Insurance Agents Association at 
Klamath Falls as guest of the association. 

e@ Professor W. W. Pyle is the author of “Fundamental 
Accounting Principles,” which is being published by 
Richard D. Irwin, Inc. 











The Aluminum Co. of Canada is nearly ready with the 
first stage of what will eventually be the world’s largest 
aluminum smelter. The initial capacity of 91,500 tons will 
erow to 550,000 tons when the project is completed. A lot 
of superlatives have been used to describe the project in 
the three short years it has been under construction: ‘To get 
equipment into the isolated valleys. the contractors used 
the largest private heliocopter operation in histery. The 
third highest rock-fill dam in the world has created one of 
the world’s largest storage reservoirs: in building the dam 
the bigeest blast of dyanimate ever shot in Canada wa: 
detonated. Water from the reservoir serves the hiehest- 
capacity multinozzle vertical impulse turbines in’ the 
world’s largest underground powerhouse. 





CURRENT BUSINESS TRENDS IN OREGON 


Employment. Nonagricultural employment in Oregon rose 3.5 
per cent (15,800) between mid-July and mid-August 1954, which 
largely offset the decline (18.800) experienced in the period be- 
tween mid-June and mid-July. It should be noted that the increase 
of 15,800 was largely outside of the lumber industry. since the rise 
for logging and sawmills was but 5.900 and for all lumber and wood 
products only 7,800. Employment in mid-August 1954 was 6.0 per 
cent below the same period last year. Comparative data supplied by 
the Oregon State Unemployment Compensation Commission follow: 
Aug. 1954 

64,200 
26,500 
41,800 


July 1954 
56,400 
21,500 
11.000 


Aug. 1953 
89,400 
22,000 
13,800 


Lumber & wood products 
Food & kindred products 
Other manufacturing 


Total manufacturing . 132.500 118,900 155,200 
28.900 
79,700 
69,500 
148,500 


326,600 
$59,100 


26,300 
79,700 
69,600 
148,800 
324,400 
443,300 


30,000 
83,900 
67.000 
152,000 
332,900 
428,100 


Contract construction 
Retail trade 

Covernment _ 
Other nonmanufacturing 


Total 


Total nonagricultural employment 


nonmanufacturing 


Lumber. Production of Douglas-fir lumber in the Pacifie North- 
west improved materially during August 1954, although the average 
weekly figures do not give full credit for the rising trend. Never- 
theless, the output was still well below the level of last year. Sta- 
tistical data, as released by the West Coast Lumbermen’s Associa- 
tion, follow (all figures in thousands of feet, board measure) : 

Aug. 1954 July 1954 Aug. 1953 


102,976 79,821 190,480 
103.448 83,754 164,956 
866,982 894.561 786,461 
816,513 816,173 1,053,474 


Average weekly production 

Average weekly orders 

Unfilled orders, end of the month 
Lumber inventory, end of the month 


Department-Store Sales. The only retail-sales indicator for 


Oregon is the sales of five Portland department-stores, which are re- 
ported by the Federal Reserve Bank of San Francisco. It appears 
from these figures that department-store sales in Portland are im- 
proving; but the rise has not been of sufficient duration to make the 
1954 cumulative total higher than that for 1953. The most recent 
percentage changes in dollar sales volume, compared to the same 
period last year, for Portland and other Pacific Coast cities are 
shown below: 
Week Ending 
Sept. 11, 1954 

+6 

+7 

+1 

+3 


—5 


Calendar Year 
to Sept. 11, 1954 
—4 
—2 
—3 
—l 
—2 


4 Weeks ending 
Sept. 11, 1954 

Portland 

Los Angeles ai iateelaniladiiaiian 

San Francisco-Oakland . 

Seattle 

United States 


Multnomah County Real-Estate Transactions. During Aug- 
ust 19514 there were 1,052 real-estate transactions amounting to 
$10,651,050 in Multnomah County. Of these, 716 involved residences, 
the sales price of which was $7,257,120; 257 were vacant properties, 
$828,981; and 79 were business properties, $2,564,949. Additional 
figures are: 

Aug. 1954 July 1954 
1,052 1,035 
$10,651,050 $8,325,276 $10,151,578 
Number of , 1,173 1,243 957 
Amount loaned _.... $ 9,801,505 $10,871,508 $ 7,581,451 
Number of sherill’s deeds i ss 6 4 2 
$37,517 $67,189 $10.555 
$10,136 $9,036 $9,101 


Mug. 1953 
Number of 202 
Value of 


sales 
sales 


mortgages 


Amount of sheriff's deeds 


Average residential sales price. 


Banking. Recent trends in Oregon banking can be gathered from 
the following figures (in millions of dollars) : 
Aug. 25,1954 July 28, 1954 
626 $ 633 
685 656 
1,495 1,470 


Aug. 26, 1953 
$ 639 
583 
1,408 


Loans . —— ‘ . ‘ . 
Investments 
Deposits 


BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Payment for approximately 90 per cent of all goods, property, and services is 
by check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level 
of prices. The Buceaun of Business Research collects hank deposits from 1°94 hanke ard branches monthly On occasion, the totale for the <ame morth in different iseues of 


the Review are not directly comparable because of necessary adjustments in basic data. 
Number of 
Banks 
Reporting 
118 


Debits 
July 1954 


292,268,781 


Debits 
Aug. 1953 
$1,235,151,924 


Debits 
Aug. 1954 
$1,270,333,937 


Aug. 1954 Compared with 
July 1954 Aug. 1953 


— 1.7% 2.8% 


Marketing Districts 
Oregon 


Portland (Portland, Hillsboro, Oregon City, ete.) 
Lower Willamette Valley (Salem, MeMinnville, ete.) 
Upper Willamette Valley (Albany, Corvallis, Eugene) 


North Oregon Coast (Astoria, Tillamook, 
Douglas, Coos, Curry counties 

Southern Oregon (Ashland, Medford, Grants Pass) 
Upper Columbia River (The Dalles, Hood River, ete.) 
Pendleton Area 

Central Oregon (Bend, Prineville, Redmond) 
Klamath Falls, Lakeview area 

Baker, LaGranie area 

Burns, Ontario, Nyssa 


ete.) 
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774,190,624 
115,999,188 
125,486,721 
21,020,423 
41,011,090 
57,948,328 
25,453,502 
26,233,202 
22,125,334 
27,357,075 
16,669,270 
16,809, 180 


816,637 ,716 
101,932,417 
122,950,140 
23,151, 188 
41,062,151 
58,416,222 
24,553,875 
23,404,052 
19,532,143 
28,712,116 
17,310,415 


14,275,746 


’ 


— 5.2 
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732,095,230 
107 852,352 
128.333.1604 + 2.) 
27 308,352 —10.4 
19,412.665 — .)l 
56,126,619 
23,261,114 
27 269,865 
21,293,117 
29.053 .768 
17,726,800 
15,418,518 
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BUILDING PERMITS 


Building permits give an indication of building operations planned rather than 


actual coastraction unter way. Care must be taken in interpreting these data to allow 


fur the lag which may elapse between the wsuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of business Research 


Albany 
Astoria 

Bend 

Coos Bay 
hugene 
Forest Grove 
Grants Pa-- 
Klamath Falls 
Medford 
Milton-Freewates 
North Bend 
Oregon City 
Pendleton 
Portland 
Salem 
Springfield 
The Dalles 


20 Other Communities 


Totals 


Additions, 
Alterations 
& Repairs 
dug. 1954 


New New Non- 
Residential 


Aug. 1953 
$ 41,000 § 
28,710 
23,000 


Totals 
Aug. 1953 


7 otals 
July 1954 


Totals 
Auz. 1954 


residential 


Aug. 1954 


10,100 & 
23.300 

900 
12,150 


85.775 


33.500 &§ 
10.607 
37.325 


10,250 


81,600 z 
62,707 
61,025 
22,100 
38,489 270.064 


146.900 s 
18.378 


134.600 
62.6018 
50,635 29 89% 

118,730 52.850 
215,211 28.579 

10.800 21.300 B00 90550 
27 580 61.80 8.675 18.500 
13,051 121,086 1.175 262,510 
16,425 Liv 710 GOS T6455 
2 HOO 37.700 19.700 8.900 
113.150 129,000 51.020 61.015 
ON74 756.724 17 400 34,070 
79.575 131,275 138.423 ol 
1.034.305 697 790 099 000 473.855 
187 641 191,791 121.915 3B. bo 
35.350 139.850 76.205 103408 
12.005 1St.701 259 350 62..36 
163,589 671,087 6545541 1,006.2 


145,800 
0.500 
28,6090 

101,000 
48,500 


5,210 
1.035 
54,785 
35,700 
12,500 3,350 
19,750 727,500 
43.000 8,700 
£690,550 9.972.875 
249,900 94.050 
84.500 
GY 446 
283,942 


23,200 


278 566 


$2,914,598 215,196 = $1,855,196 = =$11,995,090 SH.710.2t0 $7,503.07 


- 
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